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§1620.43

However, the allocation election on
each Form TSP-1 for the retroactive
period must be the same as the alloca-
tion election on the current Form
TSP-1.

(2) An employee who terminated con-
tributions within two months before
entering military service will be eligi-
ble to make a retroactive contribution
election effective for the first Open
Season that occurs after the effective
date that the contributions were termi-
nated. This election may be made even
if the termination was made outside of
an Open Season.

§1620.43 Agency payments to record
keeper; agency ultimately respon-
sible.

(a) Agency making payments to record
keeper. The current employing agency
always will be the agency responsible
for making payments to the record
keeper for all contributions (both em-
ployee and agency) and lost earnings,
regardless of whether some of that ex-
pense is ultimately chargeable to a
prior employing agency.

(b) Agency ultimately chargeable with
exrpense. The agency ultimately charge-
able with the expense of agency con-
tributions and lost earnings attrib-
utable to the retroactive period is ordi-
narily the agency that reemployed the
employee. However, if an employee
changed agencies during the period be-
tween the date of reemployment and
October 13, 1994, the employing agency
as of October 13, 1994, is the agency ul-
timately chargeable with the expense.

(c) Reimbursement by agency ultimately
chargeable with expense. If the agency
that made the payments to the record
keeper for agency contributions and
lost earnings is not the agency ulti-
mately chargeable for that expense,
the agency that made the payments to
the record keeper may, but is not re-
quired to, obtain reimbursement from
the agency ultimately chargeable with
the expense.

§1620.44 Restoring forfeited agency
automatic (1%) contributions.

If an employee’s agency automatic
(1%) contributions were forfeited be-
cause the employee was not vested
when he or she separated to perform
military service, the employee must
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notify the employing agency that a for-
feiture occurred. The employing agen-
cy will follow the procedure described
in §1620.47(d) to have those funds re-
stored.

§1620.45 Restoring post-employment
withdrawals and reversing taxable
distributions.

(a) Post-employment withdrawals. Em-
ployees who received automatic
cashouts because their account bal-
ances were $3,500 or less, or who were
required to withdraw their TSP ac-
counts before March 1995 because they
were not eligible for retirement bene-
fits when they separated, may elect to
have the separation for military serv-
ice treated as if it never occurred.
These employees will be permitted to
return amounts to the TSP that rep-
resent the full amount of the post-em-
ployment withdrawal.

(b) Reversing taxable distributions. An
employee who separated or who en-
tered into nonpay status to perform
military service, and whose TSP loan
was therefore declared a taxable dis-
tribution, may be eligible to have that
distribution reversed.

(1) If the employee received a post-
employment withdrawal when he or
she separated to perform military serv-
ice, he or she can have a taxable dis-
tribution reversed only if that with-
drawal is returned under the proce-
dures described in paragraph (a) of this
section. If the employee is not eligible
to or does not return the withdrawal,
he or she cannot have the taxable dis-
tribution reversed.

(2) The taxable distribution can be
reversed either by reinstating the TSP
loan or by repaying the loan in full.
TSP loan repayments can be reinstated
only if the loan can be repaid within
five years of its disbursement for non-
residential loans and 15 years for resi-
dential loans; and if the employee will
have no more than two loans out-
standing, one of which can be a resi-
dential loan.

(c) Process. Eligible employees must
notify the TSP record keeper of their
intent to return the withdrawn funds
and/or reverse a taxable distribution.
This notification must be given within
one year of reemployment and the em-
ployee must provide the TSP record
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